INFORMATION SERVIC 


Saturday, March 7, 1953 


Published Weekly, Except During July and August, by the nots 


| 
CentRAL DEPARTMENT oF RESEARCH AND SURVEY 
NATIONAL CouNcIL oF THE CutuRCHES oF CHRIST IN THE UNITED STATES OF ‘AMERICA 


297 Fourtn Avenue, New YorK 10, N. Y.y 


Volume XXXII, No. 10 


rative agency through which 
rmation on current issues 
and are not to be construed as declarations of official attitudes or policies of the National Council of Churches. 


Entered as second-class matter January 4, 1924, at the Post Office at New York, under the act of March 3, 1879. 


Price $2.50 Per Year—Single copies this issue 10 cents. 


The National Council of Churches of Christ in the United States of America is the c 
thirty communions render united service. Articles appearing in this publication furnish 


“The Organizational Revolution” 


The second volume in the series reporting the study 
initiated by the Federal Council of Churches of “‘the ethics 
and economics of society” bears the striking title which 
is the caption of this article.’ The author, Professor 
Kenneth Boulding of the University of Michigan, is an 
economist of note and a devout Quaker. The book is a 
critique, in the light of the Christian ethic, of the prevail- 
ing forms of economic organization—business, labor, farm, 
and governmental. Following Mr. Boulding’s analysis 
are a commentary by Reinhold Niebuhr. and a collection 
of criticisms, together with Mr. Boulding’s pungent re- 
joinders. All in all it is a spicy book. 

The focus on the phonomenon of organization itself re- 
flects the author’s paramount concern with the problem of 
social power in relation to communication and the demo- 
cratic process. How, he wants to know, “can goodness 
take on power without losing its goodness, for power by 
its nature corrupts the goodness which seeks to use it?” 
His central interest is “not the science but the ethics of or- 
ganization.” Science undertakes to “find out what is pos- 
sible.” Ethics seeks to discover “what, among the things 
that are possible, is ‘better’ or ‘worse’—or, of course, 
neutral.” 

Mr. Boulding shares the Christian conviction that “there 
is some ‘real’ standard of goodness which is independent 
of human whims and fancies.’”” However, as an economist 
he is not preoccupied with ethical “absolutes.” For, he 
observes, “the main business of social science in regard 
to ethics is to teach us what moons we should not cry for.” 
To this end he makes large use of an analogy bctween 
social structures and living organisms, with their elabo- 
rate “control mechanisms.” The environment is a powerful 
historical determinant. “We thus see human history as 
structually a continuation of the immense drama of evo- 
lution. Countries, businesses, unions, co-ops, churches, 
are the successors, in the immense process of ecological 
change, of the humble amoeba, the lichen, and the dino- 
saurs.” 

On the other hand, organizations have to take account, 
as biological organisms do not, of the factor of consent 
and the factor of hierarchy. The first represents the voli- 
tional link between the units of the organization; the sec- 
ond, the indispensable requirements of effective commu- 
nication. A persistent “moral dilemma” arises out of the 


1 The Organisational Revolution. By Kenneth E. Boulding, with 
commentary by Reinhold Niebuhr. New York, Harper & Brothers, 
1953. $3.50. Volume I, The Goals of Economic Life was reviewed 
in INFORMATION SERVICE on January 24. 


hierarchical principle. “On the one hand we have the pull 
toward the organizational necessities of hierarchy, toward 
an aristocratic, highly stratified society of status. On the 
other hand there is a profound pull toward the moral ideal 
of equality—a pull which is especially strong in societies 
which have been affected by Christianity, with its emphasis 
on the equality of all men before God and on the uni- 
versality of love.” Both political democracy and the 
market economy furnish partial correctives: democracy 
makes top executives in some measure subordinate to the 
popular franchise, while the market economy sets a limit 
to irresponsible and cumbersome bigness. 


A Deluge of Organizations 


The author sums up in a few sentences the organizational 
development of a century. “In place of the sparse fauna 
of organizations of 1852 we now have what seems like a 
vast jungle. In the United States 15,000,000 workers are 
organized into labor unions. At least half the farmers are 
organized into three large farm organizations. Great cor- 
porations dominate many fields of industry. Every trade 
and every industry, almost without exception, has one or 
more trade associations. Every profession is organized 
with its professional associations. There are innumerable 
organizations representing special-interest groups, from 
Audubon societies to Zoroastrians. . . . Government de- 
partments have multiplied and expanded into huge bureauc- 
racies. Veterans’ organizations cover millions of ex- 
soldiers, and wield immense political power. Lodges and 
fraternal orders have multiplied.” Not only have organiza- 
tions greatly increased in number, but they are bigger and 
more effective. 

This “organizational revolution” has had little atten- 
tion; it has “crept upon us silently.” Hence, both in our 
economic and in our ethical thinking we are a century be- 
hind the times: “still thinking in terms of a society in 
which organizations are rather small and weak, and in 
which the family is the dominant institution.” 


What Does It Signify? 


Mr. Boulding believes that large economic organizations 
“have arisen in response to certain profound human needs 
—not so much economic needs as deeper, one might al- 
most say ‘spiritual,’ needs. They have arisen also be- 
cause of an increased ability to organize, and this ability 
is not going to be lost.” However, the most distinctive 
point in his thesis is that “the most important forces bring- 
ing about the rise of large-scale organizations have been 
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on the side of ‘supply’ rather than of ‘demand,’ that is, in 
the skills and technique of organization itself.” 

The “spiritual need” met by organization is illustrated 
in the growth of the labor movement by the important 
role that status plays in the mind of the worker. As for 
the “supply” factor in the growth of organization—the 
“skills and technique of organization itself’—Mr. Bould- 
ing finds that the two main obstacles to growth have now 
been largely overcome. 

The first of these is the “principle of increasingly un- 
favorable environment’’—which means, for example, that 
a market for goods tends to reach a saturation point and 
that a labor union’s organization drive early exhausts the 
number of easily organized persons and must reach out to 
the “less and less convinced.” The second is the “principle 
of increasingly unfavorable internal structure’: “As the 
size of an organization or organism increases, it is impos- 
sible to maintain” its proportional structure intact. 

Tending to overcome these two limiting factors are the 
“tremendous revolution in transportation” and the enor- 
mous extension of communication. “The immense reduc- 
tion in the limitation imposed on man by space is by itself 
almost enough to account for the growth in the size of 
organizations.” Moreover, “the improvement in the phys- 
ical methods of communication has pushed back the point 
at which organizations run inte increasingly unfavorable 
internal structures.” 


Bigness As An Ethical Problem 


The growth of organizations illustrates what the author 
calls the “brontosaurus principle” — in other words the 
“disadvantages of scale.” But as the internal limitations are 
overcome a condition known as “oligopoly” is likely to 
arise. This is defined as “the situation in which only a 
few competitors are producing a homogeneous product ; 
that is, the product of each firm is identical in the mind of 
the buyer, so that he is swayed only by consideration of 
price.” It is conducive to “cut-throat competition.” On 
the other hand there is reason to suppose that “an economy 
which is highly organized will find itself with pressures 
toward inflation. Psychologically a highly organized 
economy gets along better in a slightly inflationary situa- 
tion.” Profits are affected adversely by a “generally falling 
wage-price structure,” and in the labor movement the 
strategy of bargaining is geared to a rising level of wages 
and prices. 

But what concerns Mr. Boulding most is the relation 
between organization and the principle of coercion. The 
latter he defines as “any device which involves the fear of 
injury rather than the hope of benefit as thé motive in 
attracting support for an organization.” The greatest merit 
of democracy is “that it substitutes discussion for violence 
as the instrument for establishing the policy of the state. 
Discussion moves toward consensus, and consensus implies 
consent. . .. There seems to be no way by which coercion 
can be lessened except by the growth of persuasion, sym- 
pathy, and communication—that is, by the inherent power 
of communicability of moral ideas. This is the ‘more ex- 
cellent way’ which has been characteristic of Christianity 
in its most vital manifestations.” But this “way” is in- 
timately personal ; it involves the familial type of relation- 
ship; and “only small organizations can be personal.” 

But this indictment must not be taken as nihilistic with 
respect to organization. Rather, the author’s theory points 
to a type of organization that would be “polylithic rather 
than monolithic”: it should have “many quasi-independent 
organizations, with a considerable turnover among these 
organizations to permit constant experimentation with mn- 


tations. There should be many centers of power rather 
than one.” He also believes in “an over-all organization 
with limited powers to act as a ‘governor’—to keep an eye 
on the aggregate variables of the society which are not 
under the control of any one of its constituent organiza- 
tions” and to correct anti-social trends. This means, in 
terms of economics, a “governed market economy,” which 
“lies between the rigidity of the planned, monolithic econ- 
omy and the instability of ungoverned market capitalism.” 
In politics this theory implies “limited world government 
on a loose federal basis uniting large numbers of subordi- 
nate states.” 

Mr. Boulding warns: ‘The very success of an organi- 
zation may spell its doom. It grows to the point where it 
cannot live with its neighbors, and yet it cannot grow 
to the point where it absorbs its neighbors. This dilemma 
is particularly acute in international relations, and is 
threatening our whole civilization with destruction.” 

Labor Unions 

Mr. Boulding makes some challenging generalizations 
about the nature, tactics and effectiveness of labor unions, 
He gives them credit for a great service to labor and so- 
ciety in virtually abolishing the proletariat in America; 
yet he finds that in its principal economic concern—in- 
creasing the proportionate share of labor in the national 
product — the labor union has accomplished little. The 
heralded “gains,” in this respect, are mostly what labor 
would have gotten anyhow through the operation of eco- 
nomic forces. “The wide acceptance,” he says, “of union 
security in contracts is itself a testimony to the ‘ritualistic’ 
nature of the struggle between unions and management. 
In popular imagination, of course, the struggle is seen as a 
real one, in the sense that unions are supposed to make 
their gains at the expense of management. In fact this is 
rarely the case.” 

In relation to the public attitude toward the labor move- 
ment, Mr. Boulding says: “The preaching and teaching 
of moral and religious leaders—especially the leaders of 
the ‘Social Gospel’ movement of the early years of the 
twentieth century—undoubtedly had a profound influence 
in bringing about a change in the public atmosphere.” 

Farm Organizations 

Organizations of farmers are treated as basically eco- 
nomic and subjected to the same kind of criticism as the 
labor unions. A rather surprising conclusion is that “in a 
sense the farm movement has been much more ‘socialistic’ 
in the United States than has the labor movement. It has 
from its beginnings been interested in direct governmental 
controls of economic life, even to the point of submitting 
to a detailed regulation of individual economic activity 
in the shape of production and marketing quotas, soil con- 
servation subsidies, and so on, which a worker would 
probably find very irksome. It is not unreasonable to sup- 
pose, therefore, that the differences between the two move- 
ments stem much more from the differences in market 
environment than from any basic difference in the social 
groups themselves.” 


The concept of “parity” is found to be not only objec- 
tionable but as “meaningful only over short periods of 
time.” Mr. Boulding’s criticism of farm organizations is 
sharp. ‘In practice farm organizations have felt less in- 
terest in the welfare of the larger society of which they 
are a part than in the struggle for the ‘rights’ of their own 
constituency. ... This is astonishingly true even in war- 
time, when the farm organizations seem to be much less 
willing even than labor organizations to transfer their 
struggle from an internal to an external one.” 


N 
cult 
con: 
the 
in s 
the 
bus: 
libe 
the 
aris 
of 
gro 
stat 
ces: 
nov 
lish 
( 
of 
me: 
tha 
Bo 
nes 
to1 
fac 
sat’ 
viv 
| De 
ins 
lon 
me 
hat 
bee 
of 
of 
pa 
of 
in 
re: 
de 
It 
co 
its 
so 
I 
ba 
tin 
at 
fe 
B 
th 
ri 
ef 


inion 
istic’ 
nent. 
make 
lis is 


10ve- 
thing 
rs of 
the 
lence 


eco- 
s the 
‘ina 
istic’ 
t has 
ental 
tting 
tivity 
con- 
yould 
sup- 
10Vve- 
arket 
social 


bjec- 
Is of 
ms is 
in- 
they 
war- 
1 less 
their 


Business Groups 


Mr. Boulding notes that in contrast to labor and agri- 
cultural movements the business group “has been in almost 
constant retreat fighting a continual rear-guard action for 
the preservation of a previous status as the dominant group 
in society. This is, of course, a phenomenon peculiar to 
the past hundred years. In the previous century it was the 
business group, as represented, say, by the ‘Manchester 
liberals,’ who represented the vanguard of progress against 
the retreating power and privileges of the landholding 
aristocracy, and who felt that they were fighting on behalf 
of a new and better order of society; it was the business 
group who stood for the ‘technical revolution’ against the 
stand-pats and the fuddy-duddies. The dialectical pro- 
cesses of history have largely reversed the role, and it is 
now business who stands as the representative of an estab- 
lished order against the attacks of other groups.” 

Communication suffers in business organization because 
of a “heavy concentration on those things which can be 
measured in terms of dollars.” While it is a commonplace 
that one does not go into business “for his health,” Mr. 
Boulding observes, “the special moral problem of the busi- 
nessman is precisely how to be in business for his health; 
to make his business something which yields rich and satis- 
factory relationships and which is in itself a creative and 
satisfying experience, and yet something which can sur- 
vive in a market economy.” 

Mr. Boulding compliments the Committee for Economic 
Development: “It is successful mainly because it is an 
instrument for discussion rather than propaganda. The 
long and frequently painful meetings at which business- 
men and academic economists sat down together to 
hammer out documents on important public issues have 
been much more effective in breaking down the barriers 
of communication between these groups than any amount 
of slick-paper propaganda put out by public relations de- 
partments.” 


Cooperatives 


Startling to many readers will be the author's discussion 
of the cooperative movement. His position is indicated 
in this passage: “Cooperatives have been supported by the 
resolutions of numerous church bodies. Moreover, the 
cooperative movement has attached to itself a sincerity of 
devotion which in itself is worthy of the highest praise. 
It is with reluctance, therefore, that I have come to the 
conclusion that the cooperative form of organization in 
itself is not the basis of the highly ethical aspects of the 
movement, that it makes but a minor contribution to the 
solution of our economic problems, and that on the whole 
I believe the time has come for a re-examination of the 
basis for the concern of many church people for coopera- 
tives,” 


The National State 


Mr. Boulding devotes a chapter each to the Communist 
and the social-democratic state. He understands why 
“Western intellectuals” who have abandoned the Christian 
faith have been appealed to by the professed ethic of 
Marxist socialism—which is mocked in Soviet practice. 
Gut the Marxist theory of value is crudely inechanical, and 
the corresponding theory of society is artificial. The Com- 
munist world seems condemned by “the very logic of or- 
ganization” to a growing “sterility” because its faulty 
communication system “imposes on it the necessity for a 
rigid orthodoxy which cannot help having the ultimate 
effect of the suppression of growth and development.” 

‘The author’s preoccupation with the ethics of coercion 
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inevitably colors—and darkens—his account of the demo- 
cratic state, to which he is in principle and by preference 
strongly attached. He sees our future immeasurably men- 
aced by nationalism and the seemingly perpetual growth 
of national defense. “It is not internal economic break- 
down, nor exhaustion of natural resources, nor social 
disintegration, but war, which is threatening our cities 
and our civilization with almost immediate destruction.” 


The basic domestic problem is, of course, the business 
cycle. “It is now almost universally recognized that large- 
scale unemployment is something which requires ‘policy’ 
and is not self-correcting except over a period of time 
which is intolerably long. It is generally recognized also 
that an uncontrolled market economy has inherent tenden- 
cies toward fluctuation in the general level of money pay- 
ments, and that the banking system accentuates these 
fluctuations. It is recognized also that these fluctuations 
can express themselves in two alternative forms: either 
in price fluctuations or in output and employment fluctua- 
tions.” Mr. Boulding returns to an earlier emphasis: 
“What is needed, that is to say, is not a ‘planned’ economy 
but a ‘governed’ economy; neither the regimentation of 
the monolithic state nor the anarchy of the ungoverned 
market, but a free, ‘polylithic’ economy with a governing 
mechanism. . . . It has been the failure of government to 
be a governor that has led to the proliferation of unwise 
and unsuitable governmental interventions into particular 
phases of economic life—for instance, in tariffs and trade 
policy, in agricultural policy, even in labor legislation.” 


Mr. Niebuhr’s Commentary 


Mr. Boulding devotes a chapter to discussion of criti- 
cisms of his manuscript, reproducing a number of them. 
The major critique, however, is that of Reinhold Niebuhr, 
in a chapter entitled “Coercion, Self-Interest and Love.” 
The essence of it is exactly what every reader of Mr. 
Niebuhr would expect. A few sentences will indicate the 
argument. “Professor Boulding’s basic ethical presuppo- 
sitions are fully revealed in his analysis of the evils of 
coercion. His preference for a ‘market economy’ is due 
to its ‘noncoercive’ nature.” ‘What is left out of account 
in such a formulation is another factor which also contra- 
dicts the law of love. This is the factor of self-interest, 
whether in its individual or in its collective form.” “A 
tension of competing interests may quickly degenerate 
into an anarchy of conflicting interests. That is why a 
community must avail itself of coercion to establish a min- 
imal order.” “If the various forms of coercion which enter 
into the proper functioning of a well-ordered society are 
fully analyzed, it will become apparent that no simple line 
can be drawn between ‘devices’ which involve ‘the fear 
of injury’ and those which involve ‘the hope of benefit,’ 
the former being coercive and the latter noncoercive.” 
“Power and coercion are not, in short, the simple devils 
of the drama of man’s age-old struggle to gain community. 
Coercion is pregnant with both good and evil possibilities 
—exactly as is freedom.” 


What the Classical Economists Believed 


It seems appropriate to present in connection with Mr. 
Boulding’s study a brief summary of a very illuminating 
hook by a noted English economist which is designed to 
correct misapprehensions about classical economic theory.’ 


1The Theory of Economic Policy in English Classical Political 
Economy. By Lionel Robbins. London, Macmillan & Cr., Ltd. 
1952. 15s ret. 
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The author, Lionel Robbins, is professor of economics in 
the University of London. He is disturbed by the stereo- 
type of laissez faire which present-day social liberals com- 
monly accept and which he finds very inaccurate and 
misleading. 

“By the English Classical Economists,” says Mr. Rob- 
bins, “I mean the two great Scotch philosophers, David 
Hume and Adam Smith, and their followers, most of 
whom belonged to the first two generations of the London 
Political Economy Club—conspicuously, Ricardo, Malthus, 
Torrens, Senior, McCulloch and the two Mills.” To these 
he adds Jeremy Bentham, who, he thinks, “was much 
more important as an economist than is often recognized.” 


Consumption as the End 


The basic principle of the classical school is stated by 
Adam Smith in the IVealth of Nations: “Consumption is 
the sole end and purpose of all production ; and the interest 
of the producer ought to be attended to, only so far as it 
is necessary for promoting that of the consumer.” This 
concept of consumption, however, included future con- 
sumption and stress was laid on accumulation. Moreover, 
the author explains that consumption of essential govern- 
ment services, stich as defense, “the benefit of which is 
indiscriminate,” was part of the total. 

It is also of interest that “this consumption which was 
regarded as the end of economic activity was the consump- 
tion of a limited community, the members of the nation- 
state.” The commendation of free trade was “always in 
terms of a more productive use of national resources.” 


Economic Freedom 


It was fundamental with the classical school that one 
engaging in economic activity, as such “intends only his 
own gain,” as Adam Smith put it. But, he added, “he 
is in this, as in many other cases, led by an invisible hand 
to promote an end which was no part of his intention.” 
Mr. Robbins disclaims on behalf of the great classical 
writers any metaphysical basis. “It is quite true,” he says, 
“that Adam Smith, who, more than any of the others ex- 
cept Malthus, had certain theological leanings, from time 
to time clothes his results in the language of deistic phi- 
losophy ; and we know that this has led to misapprehen- 
sion. But this has no more to do with the fundamental 
validity of his argument than the theological language in 
which from time to time Isaac Newton was apt to refer 
to the universe, had to do with the validity of his system 
of natural movements.” 


The idea of self-interest, as related to economic free- 
dom, is thus clarified by Mr. Robbins: “emphasis is laid 
upon the desirability of harnessing the machinery of pro- 
duction to the powerful and ubiquitous force of self-in- 
terest—not necessarily egotism: self-interest means the in- 
terest of oneself and the intimate circle to whom one 
spontaneously acknowledges obligation. No available force 
is as strong as this.” complementary fact is that 
guidance of this motive so that it conduces to the interest 
of all concerned, is conceived to be brought about by the 
mechanism of the market and the force of competition.” 


Were the Classical Writers Biased? 


Mr. Robbins takes up the charge that the writers he is 
interpreting were animated by “class interest.’ He finds 
it quite unsupported. He quotes Adam Smith: “Our mer- 


chants and master manufacturers complain much of the 
bad effects of high wages in raising the price, and thereby 
lessening the sale of their goods both at home and abroad. 
They say nothing concerning the bad effects of high 
profits. They are silent with regard to the pernicious ef- 
fects of their own gains. They complain only of those of 
other people.” He also brings as witness Lord Keynes 
himself, who might be expected to share the critical view, 
On the contrary, Keynes speaks of the classical tradition 
a. “marked by a love of truth and a most noble lucidity, 
by a prosaic sanity free from sentiment or metaphysic, 
and by an inimense disintcrestedness and public spirit.” 


The Role of Government 


The classical writers did not believe in the “social con- 
tract” theory, nor in any theory that glorified the original 
state of man. They held that “without a firm framework 
of law and order, harmonious relations between individ- 
uals are unlikely to come into being; the pursuit of self- 
interest, unrestrained by suitable institutions, carries no 
guarantee of anything except chaos... . 

“Thus, so far from the system of economic freedom 
being something which will certainly come into being if 
things are just left to take their course, it can only come 
into being if they are not left to take their course, if a 
conscious effort is made to create the highly artificial en- 
vironment which is necessary if it is to function properly.” 

Indeed, Mill declared that “in the particular circum- 
stances of a given age or nation, there is scarcely anything 
really important to the general interest which it may not be 
desirable. or even necessary, that the government should 
take on itself, not because private individuals cannot ef- 
fectually perform it, but because they will not... .” And 
Smith included among the responsibilities of the state “the 
duty of erecting and maintaining certain public works and 
certain public institutions, which it can never be for the 
interest of any individual, or small number of individuals, 
to erect and maintain ; because the profit could never repay 
the expense to any individual or small number of indi- 
viduals, though it may frequently do much more than 
repay it to a great society.” 


The Principle of Utility 


The classical system was, of course, utilitarian in ethical 
outlook. The goal was the greatest good for the greatest 
number. “No Divine Rights are invoked, no mystical 
general will postulated. There is no appeal to an implicit 
justice in History with a capital H, no suggestion of some 
latent best self in each which it is the duty of the best 
people . . . to see elicited. The sole justification of any 
social order is utility; but, since the social impulses are 
intermittent and fragile, the presumption is usually in 
favour of enduring the evils we know, rather than flying 
to others that we know not of.” However, it was wholly 
consistent with this doctrine of utility “to attach, as indeed 
there was attached, the greatest value to stable institutions 
and general rules of conduct. The greatest happiness was 
not the greatest happiness at the moment, but the greatest 
happiness over time; and, on the basis of this principle, 
the most powerful arguments could be deployed in favour 
of security of expectation and consistency in behaviour, 
which in turn afforded strong grounds for more or less 
settled codes of law and morals.” 


These are some—by no means all—of the major insights 
disclosed in this arresting book. 
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